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SUBJECT:FINANCIAL ASSISTANCE FOR PORTUGAL 

REF: BONN 1 1909 

1 . PORTUGAL'S RESERVES ARE BEING DRAWN DOWN MORE RAPIDLY 
THAN WAS EXPECTED. THE PORTUGUESE HAVE BEEN WORKING WITH 
THE IMF ON MEASURES TO STEM THESE UNUSUALLY LARGE OUT- 
FLOWS BUT THE GOP STILL HAS NOT REACHED ANY DECISION. IT 
IS POSSIBLE THAT ADDITIONAL ASSISTAXCE MAY BE NEEDED TO 
SUPPORT PORTUGUESE EFFORTS TO STABILIZE THE SITUATION. 

THE U.S. IS WATCHING DEVELOPMENTS CLOSELY AND AWAITING 
THE OOP’S DECISIONS ON A PROGRAM TO DEAL WITH THE OUTFLOW 
PROBLEM. 
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2. CONGRESSIONAL ACTION ON THE U.S. LOAN IS ALMOST COM- 
PLETE. THE AUTHORIZING LEGISLATION HAS BEEN PASSED BY 
BOTH THE HOUSE AND SENATE AND IS AWAITING SIGNATURE BY 
THE PRESIDENT. THE FY78 FOREIGN ASSISTANCE APPROPRIATIONS 
BILL, WHICH INCLUDES $300 MILLION FOR THE LOAN TO PORTU- 
GAL HAS BEEN PASSED BY THE FULL HOUSE AND REPORTED OUT 
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FAVORABLY BY THE FULL SENATE APPROPRIATIONS COMMITTEE. 
REMAINING STEPS ON THE APPROPRIATIONS BILL ARE: (1) FULL 
SENATE ACTION. (2) CONFERENCE COMMITTEE CONSIDERATION 

AND (3) FINAL ACTION BY BOTH HOUSES ON THE CONFERENCE 
COMMITTEE BILL. WE DO NOT ANTICIPATE THAT THE PORTUGUESE 
LOAN WILT. BE DISCUSSED BY THE CONFERENCE SINCE HOUSE 
AND SENATE BILLS ARE IDENTICAL IN APPROVING APPROPRIATION 
OF $300 MILLION LOAN WITHOUT RESTRICTIONS. THERE ARE 
SERIOUS DIFFERENCES BETWEEN THE HOUSE AND SENATE BILLS 
ON OTHER ISSUES AND IT IS NOT YET CLEAR WHETHER FINAL 
ACTION WILL OCCUR NEXT WEEK OR AFTER THE AUGUST CON- 
GRESSIONAL RECESS. VANCE 
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